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PRACTICAL TESTS OF THE TRANSPORTATION ACT » 

I 

THE Transportation Act of 1920 has been generally re- 
garded as the most constructive congressional legisla- 
tion in recent times. Its direct aim was to solve certain 
complicated railroad problems that had been growing in size 
and in importance for over a quarter-centuiy. These problems 
became acute at the time the government took over the opera- 
tion of the roads as a war measure, and it was generally apparent 
that the railroad properties could not be safely returned to their 
owners unless an honest legislative attempt was made to elimin- 
ate the accumulated difficulties of both the pre-war and the war 
periods. How far Congress succeeded in accomplishing this 
end by the Transportation Act and what further adjustments 
are desirable, are the subjects of this paper. 

The practical and permanent features of the Transportation 
Act of 1920 may be summarized as follows: 

First, it proposes to adjust railroad rates so that the carriers 
at all times shall be permitted to earn a reasonable return on 
the fair value of their property. 

Secondly, it proposes to eliminate state interference with rail- 
road rates and railroad financial policies. 

Lastly, it aims to relieve the carriers from the incubus of per- 
ennial labor demands and union domination. 

Let us see to what extent these admirable objects have been 
obtained. 

1 In view of the unusual interest attaching at the present time to the problem of 
governmental control of public utilities, it has been deemed valuable to offer the 
readers of the Political Science Quarterly in this issue two articles dealing with 
the question from different points of view. Both Dr. Sakolski, of New York Uni- 
versity, and Professor Johnson, Dean of the Wharton School of Finance and Com- 
merce, are scholarly specialists in the field of {railroad economics. The editors, in 
conformity with their general policy, assume no responsibility for the opinions ex- 
pressed or the recommendations advanced by the authors. — Ed. 
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As a means of rate adjustment the new railroad act provides : 

In the exercise of its power to prescribe just and reasonable rates, 
the Commission shall initiate, modify, establish or adjust such rates so 
that carriers as a whole (or as a whole in each of such groups or terri- 
tories as the Commission may from time to time designate) will, under 
honest, efficient and economical management and reasonable expendi- 
tures for maintenance of way, structures and equipment, earn an 
aggregate annual net railway operating income equal, as nearly as may 
be, to a fair return upon the aggregate value of the railway property of 
such carriers held for and used in the services of transportation. 

Incidentally, it should be remarked that this provision, re- 
garded as the most important in the whole law, adds nothing 
new in theory or fact. Under the law, public utilities are en- 
titled to charge rates that give " a reasonable return on the 
value of their property". The perpetual difficulty has been to 
define clearly "reasonable return" and "fair value". For 
almost a decade the Commission under the valuation section of 
the Interstate Commerce Act has been endeavoring to estab- 
lish a basis of fair value. No definite policy has been adopted, 
nor is one likely to be finally and conclusively adopted until 
after years of litigation. In the rate testimony before the Com- 
mission the railroads presented the aggregate of their invest- 
ment accounts as a basis of property value. In support of this 
data they exhibited figures of " tentative " valuations of fifty 
railroad properties obtained from the Commission's valuation 
department, showing that in the aggregate the values as " tenta- 
tively " reported were not very different from the aggregate of 
the companies' capitalization. The Commission seems to have 
seized on this point as a "safe way out", for in the decision 
wherein the railroads were given an aggregate valuation of 
$18,900,000,000 (against a property investment account of 
$20,040,572,611) it is stated that "so far as the work [of 
valuation] has produced results, either as to particular roads or 
as showing general tendencies or principles, we have given con- 
sideration thereto ". 

The Interstate Commerce Commission, knowing the responsi- 
bility placed upon it by the Transportation Act of 1920, un- 
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doubtedly was intent on carrying out the letter of the law. The 
rate-making section of the Act explicitly states that the Com- 
mission when determining the aggregate value of railroad prop- 
erty " shall give due consideration to all the elements of value 
recognized by the law of the land for rate-making purposes and 
shall give to the property investment account of the carriers 
only that consideration which under such law it is entitled to in 
establishing values for rate-making purposes." Accordingly 
some method of establishing railroad value other than mere 
reference to the investment account is required before a sound 
basis of rate-making can be adopted. 

Nevertheless the questions of valuation and adequate rates 
are of immediate importance under the provisions of the Trans- 
portation Act, since, after having increased freight and passenger 
rates to an extent which was confidently believed to furnish 
revenues that would result in the maximum statutory net return 
on property investment, the railroads have been experiencing 
the lowest scale of net earnings in their history. However, un- 
foreseen circumstances which have arisen since the passage of the 
Act have made the rate-making provisions difficult of practical 
application. 

In the first place the volume of traffic of all kinds due to 
widespread and almost universal business depression fell off 
abruptly to an abnormally low amount. Secondly, the wastes 
and inefficiency resulting from government operation combined 
with the higher wages and the restrictive labor regulations en- 
forced by the Railroad Labor Board enlarged operating ex- 
penses beyond a point of financial endurance. Consequently, 
when the special session of Congress convened in the spring of 
1 92 1 serious and widespread concern prevailed regarding the 
railroads' financial stability. As a further complication, ship- 
pers began to complain of excessive charges under the new 
scale of rates, so that congressmen found themselves bombarded 
by petitions and complaints. Farmers, manufacturers, export- 
ers, jobbers, commercial salesmen and others, all feeling the 
effects of the general business depression, naturally laid much of 
the blame on the increased transportation charges. Railroad 
security-holders, likewise, held up their hands in supplication 
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for relief. They feared that the growing political pressure in 
favor of reduced railroad rates would have a most deleterious 
effect in decreasing the earnings of their investments in rail- 
road properties. 

It should be borne in mind that the rate provisions of the 
Transportation Act were essential at the time to stabilize rail- 
road credit. The roads under government operation had exhib- 
ited such poor net returns that some sort of guaranty that higher 
earnings would result under private operation was required to 
prevent a disastrous slump in railroad securities. Congress was 
made to realize the situation. The result was a government 
guaranty of earnings during six months following return to 
private operation, and thereafter the statutory minimum return 
to be secured by higher rates. Nothing in the rate provisions of 
the Transportation Act, however, requires parallel increases or 
decreases in all freight or passenger charges to produce the 
statutory return on investment. The practical error of the In- 
terstate Commerce Commission in carrying out the law was its 
crude method of indiscriminately making general rate increases. 
The resulting maladjustments must in every case be ironed out 
by further rate hearings and investigations. Unfortunately there 
has not yet been developed an agency which possesses adequate 
data as to the relation of freight rates to manufacturing costs or 
to the prices of commodities at points of ultimate consumption. 
Such information, scientifically assembled, to inform shippers 
and the public of the relation of railroad rates to commerce and 
living costs, is highly desirable. A cooperative organization of 
carriers would be the proper agency through which this in- 
formation could be supplied, but no organization having author- 
ity over these subjects exists whose conclusions or suggestions 
could be generally accepted. Moreover small progress as yet 
has been made in scientific freight-rate adjustments from the 
standpoint of basic principles. Results of past experiences and 
the desire to maintain regional competition have been the chief 
factors in creating present freight-rate structures. The public 
is forced to rely upon governmental agencies to define and 
apply the principles which should originate with those who are 
conducting transportation. 
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Railroad rate-making is an extremely delicate and difficult 
task, so that when a scale of charges covering the many groups 
and kinds of commodities is once established, railroad traffic 
officials are loath to make adjustments demanded by changes 
in competitive forces or in business conditions. This rate 
rigidity cannot be easily altered under the new powers of the 
Interstate Commerce Commission, since, in order to create the 
conditions leading to the practical application of the " rate- 
making rule ", the Commission, in addition to controlling without 
interference every detail of railroad policy, must provide rate 
zones that will tend to maintain sectional economic and com- 
petitive conditions, and, at the same time, must furnish financial 
stability to the carriers. To accomplish all this without serious 
sectional and political controversies, seems almost impossible. 

Hardly less glaring than the difficult application of the " rate- 
making rule" to bring immediately an adequate income on 
investment, is the ineffectiveness thus far of the provisions for 
the elimination or nullification of state and local interference 
with railroad activities. Restrictive and punitive state railroad 
legislation prior to the war had grown with such cumulative 
intensity, that the railroads in 1916 joined in a concerted move- 
ment for an entire new scheme of railroad control, whereby the 
companies would be relieved of the vexatious state interferences 
and political railroad-baiting. All told, between 19x2 and 1915, 
it was computed that upward of 4,000 bills affecting railroads 
were introduced into the national and state legislatures, of which 
440 became laws. Whatever the purpose of these laws, there 
was almost always a certain result, viz., increase in operating 
costs. The full-crew laws have been extremely costly : the law 
of small New Jersey alone added an operating cost of something 
like $400,000 annually. Hence it is with deep satisfaction that 
one may look upon the provisions of the recent Federal law 
which vest exclusively in the Interstate Commerce Commission 
regulatory functions formerly exercised in common with or ex- 
clusively by the states. The conflict between Federal and state 
authority began immediately after the grant of increased rates 
by the Interstate Commerce Commission. Most of the state 
public utility commissions refused to sanction proportionate 
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intra-state rate increases and have carried their opposition into 
the courts. The litigation is still pending, so that a series of 
new Supreme Court decisions similar to the Shreveport and the 
Minnesota Rate Cases is awaited before the validity of the 
Interstate Commerce Commission's supreme rate-making power 
conferred by the Transportation Act is finally determined. 

The grant of exclusive financial control to the Interstate 
Commerce Commission is likewise opposed as unconstitutional, 
by several of the states, though in this matter the opposition is 
not persistent, and is likely soon to disappear altogether. 

The labor sections of the Transportation Act are likewise 
undergoing a serious test. The results thus far have been dis- 
appointing. As a means of settlement of the railroad labor 
problem, the new legislation is but a step toward a much-desired 
end. The measure, as finally enacted, however, does not amply 
protect the public or the railroads against the strike evil. It 
merely makes provision for a system of regional labor boards 
of adjustment, which, in a more or less haphazard way, had 
existed previous to government railroad operation. A national 
labor board of appeal, composed equally of representatives of 
employees, of the railroads, and the public, all appointed by 
the President, was created with power both to hear and determine 
disputes and to initiate investigations. The decisions of this 
National Board are not enforced by penal provisions. In view 
of the inability of previous national labor-adjustment boards to 
settle railroad labor disputes satisfactorily, it may be assumed 
that the public is not yet amply protected from railroad labor 
disturbances. 

Thus far the labor adjustments formulated by the National 
Labor Board have not brought satisfaction to either the em- 
ployees or the employers. After the return to private operation, 
the railroads naturally sought relief from the national labor 
agreements and other concessions to labor made by the Railroad 
Administration. These agreements, which covered the shop 
crafts as well as train operatives, proved exceedingly costly and 
in accordance with the claims of railroad officials, constituted a 
arge factor in producing the abnormally high operating ex- 
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penses. The national agreements are opposed by the carriers 
chiefly for two reasons. First, they create a universal yardstick 
to which all carriers regardless of peculiar and widely varying 
operative and financial conditions must conform. Secondly, 
they " unionize " all railroad labor, including shop employees, 
many crafts of which had formerly worked under local regula- 
tions and had not the support of powerful national organizations. 
After the return to private operation, it was argued by the 
carriers that the national labor agreements were in reality not 
incumbent upon the railroad companies, since the companies 
were never parties to the contract. The railroads contended, 
moreover, that neither the Constitution nor any statute empowers 
Congress to compel employment of adult male labor in private 
occupations at a fixed wage rate. 

After extended hearings in which both railroad officials and 
employees took part, the Railroad Labor Board formally set 
aside the national agreements. The Board's decision, however, 
sets up certain rulings in relation to railroad labor which are 
causing serious difficulties. The decision enforces "system" 
collective bargaining and establishes the rule that in local dis- 
putes and arbitrations " the majority of each craft or class of 
employees shall have the right to determine what organization 
shall represent members of such craft or class ". The effect of 
this is likely to establish unionism on a national basis in all rail- 
road crafts, since in view of the fact that local craft unions are 
under the jurisdiction and control of the national labor organ- 
izations, national uniform standards can readily be set up and 
again enforced. 

For years, the leading railroads, in dealing with their em- 
ployees in certain crafts ( particularly shop employees) have ad- 
hered to the " open shop " principle. They have accordingly 
retained both union and non-union employees and if union 
wages and working conditions were adopted, they were not en- 
forced as the outcome of direct agreements with the national 
labor organization, but were set up merely as each individual 
company's own " shop rules ". It is only by this plan that the 
railroads can avoid domination by the national labor organiza- 
tions in establishing wages and working conditions among their 
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employees. The threatened destruction of the " open shop " 
principle by the Labor Board may mean a continuation of a 
uniform national standardized wage scale and working condi- 
tions for railroad labor in all sections, regardless of differences 
in the operating problems and the financial conditions of indi- 
vidual companies. 

The dispute of the Pennsylvania Railroad with the National 
Labor Board illustrates the difficulties in the settlement of rail- 
road labor disputes under the provisions of the Transportation 
Act. The Pennsylvania Railroad in accordance with its old-time 
practice, made arrangements with its employees concerning 
working conditions and the settlement of disputes. The Labor 
Board has ordered these arrangements set aside on the ground 
that the company had no legal authority to divide its system 
into regions and require the employees to elect regional repre- 
sentatives. They also ruled that the election of employees' 
representatives should be by open and not by secret ballot. 
The railroad company's officials maintain that unless the regional 
method of establishing wages and working conditions as con- 
trasted with the " system " plan covering all the company's lines 
is maintained, the same conditions will prevail as existed under 
the recently abolished national agreements. 

II 

In view of the present difficulties in the railroad situation the 
question is naturally asked, " Is the Transportation Act of 1920 
a failure?" Any answer must take into consideration present 
political and economic conditions in reference to the various 
provisions of the law. As a piece of legislation, the Act is too 
far-reaching in its proposed remedies and regulations to merit 
at this time general condemnation. This is essentially the con- 
clusion drawn from the hearings before the Senate Committee 
on Interstate Commerce. The Senate inquiry has two prime 
purposes, viz. : ( 1 ) to ascertain the causes of high railroad oper- 
ating costs, and (2) to estimate the effect of the increased 
freight rates on both the carriers and the shippers. There has 
been nothing in the investigation suggesting railroad national- 
ization or a return to government railroad operation. 
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The causes of the high operating costs appear to have been 
the most pertinent part of the inquiry. Adequate data regard- 
ing the direct or indirect effect of general rate increases on 
railroad traffic or on the general business of the country are 
lacking. As already pointed out, neither the government nor 
the railroads have any research organization which has this 
information at hand. Consequently the only evidence of the 
effect of the higher rates on traffic that has been thus far pre- 
sented to the committee has been in the form of personal opin- 
ions, guesses and biased deductions. As a result of the wide- 
spread business depression various groups of shippers and pro- 
ducers have been exerting political pressure to have rates on 
their particular commodities reduced in order to promote their 
own peculiar interests, regardless of the effect thereof on gen- 
eral welfare or on railroad income. Thus, eastern grain rates 
were reduced early in August twenty-five per cent for a period 
extending to the end of 1921 in the belief that this action would 
promote the export grain movement and aid the western agri- 
cultural sections. Reductions of rates on building materials, 
iron and coal products are also likely to be put into effect. The 
adjustment of freight rates to favor certain classes of producers 
is a " robbing Peter to pay Paul " policy that may have serious 
disturbing effects on general business. 

The attitude toward the Transportation Act assumed by the 
railway executives at the Senate hearings is indicated in the 
statement of Mr. Thomas De Witt Cuyler, Chairman of the As- 
sociation of Railway Executives. This statement makes it plain 
that the railroads are satisfied as a whole with the Transporta- 
tion Act of 1920. The failure to earn a fair return on invest- 
ment under the " statutory " rates and the heavy falling-off of 
traffic should not be taken as evidence that the Act is ineffective 
in solving the railroad problem. The blame for the failure lies 
with the Railroad Administration. This governmental agency, 
through its disruption of railroad operating methods and tradi- 
tions, through its wasteful policies and through its national 
agreements with railroad labor organizations, has saddled a 
burden on the companies, which they are not able to shuffle off 
without difficulties and delays. Moreover, the increased rates 
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granted by the Interstate Commerce Commission last August 
have not balanced the higher wage rates granted at the same 
time by the Labor Board, for while labor costs increased 115 
per cent the gross revenues increased 54 per cent. As labor 
costs consume approximately 70 per cent of railroad revenues, 
there is thus a considerable gap between income and outgo. 

Briefly, the testimony of Mr. Julius Kruttschnitt, President of 
the Southern Pacific Company, and the other railroad execu- 
tives who followed him as witnesses before the Senate Commit- 
tee, resolves into the following points : 

(1) Heavier railroad operating costs are not caused by lower 
efficiency, since statistics show that in 1920 an increased volume 
of freight traffic was carried with fewer freight train-miles. 
Moreover, the miles run per freight car per day were greater in 
1920 than in 191 9 or 19 18 (years of government operation), 
and the average tonnage per loaded freight car was also greater. 
Nothing is said, however, regarding the costs by which these 
results were obtained. Statistics indicating efficiency, to be 
conclusive, should be accompanied by figures proving economy 
in operations. Heavier train loads and high speed may be 
directly opposed to lower costs and greater profits. 

(2) The national labor agreements inherited from the Rail- 
road Administration and continued in force after the return to 
private ownership not only caused pronounced and excessive 
wage advances, but because of strict classifications of employees, 
the elimination of piece work, and the adoption of " union 
rules " and regulations also caused higher and disproportionate 
labor costs. Consequently, wage payments are tending to con- 
sume more and more of the railroad dollar. 

( 3 ) The poor physical condition of the railroads and their 
equipment at the close of government operation necessitated 
heavy maintenance expenditures and at the same time handi- 
capped the lines in the efficient and economical performance of 
the transportation service. The operating cost per unit of traffic 
under these circumstances would naturally be in excess of the 
cost under normal conditions. 

(4) The scattering throughout every section of the country 
of the railroad cars owned by the individual companies during 
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the period of government operation resulted in a large move- 
ment of empty cars when each company began to draw its roll- 
ing equipment to its own lines. This extra expense, together 
with the necessity of repairing equipment that had been 
neglected and misused by the leasing lines, resulted in a con- 
siderable addition to total railroad operating expenses. 

(5) Through an accumulation of restrictive legislation, such 
as the " long and short haul " clause of the Interstate Com- 
merce Act, the Panama Canal Act (taking away from the rail- 
roads the control of steamship lines) and similar measures, the 
railroad companies have not been able to meet the competition 
of other transportation agencies. Hence they have lost traffic. 
The increasing use of motor trucks (operating without cost of 
right-of-way or of any fixed investment) is also causing serious 
losses of short-haul traffic. It is thus the complaint of the rail- 
road executives that the services of their companies are unjustly 
discriminated against. 

Ill 

What are the remedies for the existing unfavorable condi- 
tions? The railroad executives in their testimony suggest 
several changes in national railroad policy, some of which are 
not likely to meet with congressional sanction. The executives, 
be it remembered, offered no serious opposition to the re- 
cently enlarged powers of the Interstate Commerce Commis- 
sion, preferring this concentrated control to conflicting and an- 
noying state regulation. The present railroad opposition to ad- 
ministrative control is confined largely to the enforced subjec- 
tion to obnoxious labor-union rules. It is proposed, therefore, 
by the railroad executives that the Labor Board permit a prompt 
return to pre-Federal-control working conditions. In the words 
of Mr. Kruttschnitt : 

It is imperative to remove the waste and inefficiency fastened upon 
the railroads by rules and working conditions made by men who were 
indifferent to the future of the properties, and in the negotiation of 
which railroad owners had no voice. It is an essentially preliminary 
step in any effort toward the realization of conditions which make it 
possible for the railroads to live. 
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Other proposals of relief comprise the repeal of the " full 
crew " laws and other state and Federal . statutes saddling addi- 
tional operating costs on the carriers. Discriminations against 
the railroads in favor of water carriers should be removed and 
the " long and short haul " clause of the Transportation Act 
repealed or modified. Rate adjustments covering single com- 
modities or groups of commodities should be made when there 
is evidence that the increased rates have diminished traffic or 
have interfered with established market competition. 

Wage reductions, changes in working conditions and adjust- 
ments of rates for the production of greater revenues, however, 
do not promise sufficient financial relief. Economic wastes in 
railroad operations require elimination. As Mr. S. Davies 
Warfield, President of the National Association of Owners of 
Railroad Securities, has pointed out, American transportation 
has outgrown the system under which it now operates and only 
a recognition of this fact " will save them [the railroad com- 
panies] from being swallowed up in the demoralization that 
Government operation and after-war readjustment has brought 
on them." The Security Owners, through Mr. Warfield, ac- 
cordingly have proposed a plan of coordination of services and 
facilities under Government supervision. It is not expected 
that the general approval of this plan by many railroad execu- 
tives and by the public will be received immediately, but what- 
ever action is finally taken, it is an undisputed fact that intensive 
and unhampered economy is needed to save the roads from 
general bankruptcy and ultimate government operation. 

The proposals of the National Association of Owners of 
Railroad Securities were brought before the Senate Committee 
in the testimony of Mr. S. Davies Warfield and Mr. Forney 
Johnston, president and counsel respectively of the Association. 
Testimony to the same effect was also presented by Mr. Walter 
Fisher, a member of President Taft's Railroad Securities Com- 
mission, Mr. John F. Wallace, a distinguished railroad engineer, 
and Mr. W. A. Colston, Director of Finance of the Interstate 
Commerce Commission. Mr. Warfield's plan as outlined in the 
testimony, proposes the creation of a national railway service 
board to act in cooperation with and under the supervision of 
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the Interstate Commerce Commission. This board is to be 
composed partly of railroad officials selected from among the 
territorial groups of railroad officials, and partly of other citi- 
zens, preferably experienced business men and financiers. In 
each territorial group there is to be an advisory board presided 
over by a member of the national board. The national board 
is to be subdivided into two separate divisions : ( i ) the finance 
and administrative division, and (2) the railway officials division. 
The finance and administrative division is expected to be com- 
posed of officials of leading life-insurance companies, savings 
banks, investment and business institutions having a direct 
interest through ownership of securities or otherwise in the 
welfare of the railroad companies. The railway officials' divis- 
ion is to be composed of members serving on the divisional 
railway boards, who are to be elected by the carriers in the 
respective groups, with the approval and confirmation of the 
Interstate Commerce Commission. All decisions of the board 
or of the divisional groups in matters over which the Commis- 
sion now has jurisdiction under the Transportation Act will be 
under the regulatory supervision of the Interstate Commerce 
Commission. 

The primary purpose of the plan is the coordination of rail- 
road service and railroad expenditures in order to eliminate the 
economic wastes of transportation and to encourage and facili- 
tate the joint use of railroad property for public convenience 
and economy. The proposed new organization, therefore, would 
take the place of the present numerous voluntary railroad ope- 
rating associations and, at the same time, relieve the Interstate 
Commerce Commission of much direct regulatory and super- 
visory work recently saddled on it by congressional legislation. 
If successful, the plan would avoid evils of direct Federal rail- 
road control and operation, of which the nation has had a sad 
experience during the late war. 

An illustration of effective cooperation of the railroads and 
the Interstate Commerce Commission in the provision of ade- 
quate standardized equipment, is found in the National Railroad 
Service Corporation, an organization created, through amend- 
ment of the Transportation Act, under the joint auspices of the 



No. 3] PRACTICAL TESTS OF THE TRANSPORTATION ACT 389 

Interstate Commerce Commission and the National Association 
of Owners of Railroad Securities. This corporation was formed 
to finance the purchase of new rolling equipment for the rail- 
roads which were unable to borrow at reasonable rates in the 
general money market. Under the plan of financing adopted, 
the Interstate Commerce Commission advances from the re- 
volving fund provided under the Transportation Act, forty per 
cent of the cost of the new equipment. The remaining sixty 
per cent is furnished by the Service Corporation in exchange 
for a like amount of equipment trust obligations of the borrow- 
ing railroad maturing over a period of fifteen years. As security 
for the government's share of the financing, there are deposited 
with the Commission, " deferred " or second-mortgage notes 
having the same maturity dates as the first-mortgage equipment 
trust certificates. The latter are sold to investors and financial 
institutions. Several of the large insurance companies now 
hold large blocks of these securities. The National Railway 
Service Corporation is a non-profit-making organization, merely 
acting as the agency of the Interstate Commerce Commission 
in the matter of loans to railroads for the purchase of equipment. 
Among the specific problems facing an organization created 
with a view to eliminating wastes and to encouraging and pro- 
moting further economies in railroad operation, are those relat- 
ing to (a) the standardization and use of equipment, (b) the 
joint use of shops, yards and terminals, (c) the cooperative 
purchase of supplies, and (d) the harmonizing of traffic rela- 
tionships. Many of these matters are under the jurisdiction of 
the Interstate Commerce Commission, but it is readily apparent 
that a governmental agency such as the Commission, acting in 
both a judicial and executive capacity, is incapable of adequately 
handling these problems without the direct assistance and co- 
operation of an organization composed of active railroad ope- 
rating officials and practical business men. Should the railroads 
themselves not effect such an organization satisfactorily to all 
concerned, (including the Commission, security owners, shippers 
and the public), it may be found advisable to create by statute 
as an agency of the Interstate Commerce Commission a board 
of cooperation and research such as has already been appointed 
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by Mr. Warfield's organization. This board should be concerned 
primarily with broad problems of railroad operation and eco- 
nomic policies, and in its advisory capacity could propose to 
the Commission desirable operating changes and rate adjust- 
ments which, under the existing competition among individual 
carriers, are frequently held in abeyance. 

Experience has proven that the country cannot look to a 
thousand or so railroad executives, about 200 alone represent- 
ing the larger systems, to reach agreements and conclusions 
among themselves, respecting the coordination of facilities and 
service, or the introduction of economies essential to guarantee 
the most efficient administration and methods of transportation 
under private management. Unless these conditions are recog- 
nized and relieved through definite authority the most approved 
provisions of the Transportation Act of 1920 will be rendered 
ineffective. And if the interest of railroad security owners were 
alone considered, it might be better for them to have the lines 
taken over by the government and paid for under fair methods 
for determining their value rather than that there should be a 
continuation of the present unsatisfactory railroad conditions. 

A. M. Sakolski. 
New York City. 



